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S there is no more important informa- 
tion at this time to the banking and 
financial interests of the country 
than the details of the new Federal 

Reserve Act, The National City Bank of New 
York takes pleasure in furnishing herewith as its 
January circular, the full text of that measure, to- 
gether with an index of the act and the statement 
issued on December 26, by the Organization 
Committee. 


Be it enacted by the Senate and House of Repre- 
sentatives of the United States of America in Con- 
gress assembled, That the short title of this Act 
shall be the ‘‘Federal Reserve Act.’’ 


Wherever the word ‘“‘bank’’ is used in this 
Act, the word shall be held to include State bank, 
banking association, and trust company, except 
where national banks or Federal reserve banks are 
specifically referred to. 

The terms ‘‘national bank’’ and ‘‘national 
banking association’’ used in this Act shall be held 
to be synonymous and interchangeable. Theterm 
“‘member bank’’ shall be held to mean any national 
bank, State bank, or bank or trust company which 
has become a member of one of the reserve banks 
created by this Act. ‘The term “‘board’’ shall be 
held’ to mean Federal Reserve Board; the term 
“‘district’’ shall be held to mean Federal reserve 
district; the term ‘‘reserve bank’’ shall be held to 
mean Federal reserve bank. 

FEDERAL Src. 2. As soon as practicable, 
RESERVE the Secretary of the Treasury, the 
DISTRIOTS. Secretary of Agriculture and the 
Comptroller of the Currency, acting as ‘“The Re- 
serve Bank Organization Committee,’’ shall desig- 
nate not less than eight nor more than twelve cities 
to be known as Federal reserve cities, and shall 
divide the continental United States, excluding 
Alaska, into districts, each district to contain only 
one of such Federal reserve cities. The determin- 
ation of said organization committee shall not be 
subject to review except by the Federal Reserve 
Board when organized: Provided, That the dis- 
tricts shall be apportioned with due regard to the 
convenience and customary course of business and 
shall not necessarily be coterminous with any 
State or States. The districts thus created may be 
readjusted and new districts may from time to time 
be created by the Federal Reserve Board, not to 
exceed twelve in all. Such districts shall be 
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known as Federal reserve districts and may be 
designated by number. A majority of the organi- 
zation committee shall constitute a quorum with 
authority to act. 

Said organization committee shall be author- 
ized to employ counsel and expert aid, to take 
testimony, to send for persons and papers, to ad- 
minister oaths, and to make such investigation as 
may be deemed necessary by the said committee in 
determining the reserve districts and in designating 
the cities within such districts where such Federal 
reserve banks shall be severally located. The said 
committee shall supervise the organization in each 
of the cities designated of a Federal reserve bank, 
which shall include in its title the name of the city 
in which it is situated, as ‘“Federal Reserve Bank 
of Chicago.’’ 

Under regulations to be prescribed by the 
organization committee, every national banking 
association in the United States is hereby required, 
and every eligible bank in the United States and 
every trust company within the District of Colum- 
bia, is hereby authorized to signify in writing, 
within sixty days after the passage of this Act, its 
acceptance of the terms and provisions hereof. 
When the organization committee shall have des- 
ignated the cities in which Federal reserve banks 
are to be organized, and fixed the geographical 
limits of the Federal reserve districts, every national 
banking association within that district shall be 
required within thirty days after notice from the 
organization committee, to subscribe to the capital 
stock of such Federal reserve bank in a sum equal 
to six per centum of the paid-up capital stock and 
surplus of such bank, one-sixth of the subscription 
to be payable on call of the organization committee 
or of the Federal Reserve Board, one-sixth within 
three months and one-sixth within six months 
thereafter, and the remainder of the subscription, 
or any part thereof, shall be subject to call when 
deemed necessary by the Federal Reserve Board, 
said payments to be in gold or gold certificates. 

The shareholders of every Federal reserve bank 
shall be held individually responsible, equally and 
ratably, and not one for another, for all contracts, 
debts, and engagements of such bank to the extent 
of the amount of their subscriptions to such stock 
at the par value thereof in addition to the amount 
subscribed, whether such subscriptions have been 
paid up in whole or in part, under the provisions 
of this Act. 

Any national bank failing to signify its ac- 
ceptance of the terms of this Act within the sixty 
days aforesaid, shall cease to act asa reserve agent, 
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upon thirty days’ notice, to be given within the 
discretion of the said organization committee or 
of the Federal Reserve Board. 

Should any national banking association in 
the United States now organized fail within one 
year after the passage of this Act to become a 
member bank or fail to comply with any of the 
provisions of this Act applicable thereto, all of the 
rights, privileges, and franchises of such associ- 
ation granted to it under the national-bank Act, or 
under the provisions of this Act, shall be thereby 
forfeited. Any noncompliance with or violation 
of this Act shall, however, be determined and ad- 
judged by any court of the United States of com- 


petent jurisdiction in a suit brought for that pur-. 


pose in the district or territory in which such bank 
is located, under direction of the Federal Reserve 
Board, by the Comptroller of the Currency in his 
own name before the association shall be declared 
dissolved. In cases of such noncompliance or 
violation, other than the failure to become a 
member bank under the provisions of this Act, 
every director who participated in or assented to 
the same shall be held liable in his personal or in- 
dividual capacity for all damages which said bank, 
its shareholders, or any other person shall have 
sustained in consequence of such violation. 

Such dissolution shall not take away or im- 
pair any remedy against such corporation, its 
stockholders or officers, for any liability or penalty 
which shall have been previously incurred. 

Should the subscriptions by banks to the stock 
of said Federal reserve banks or any one or more 
of them be, in the judgment of the organization 
committee, insufficient to provide the amount of 
capital required therefor, then and in that event 
the said organization committee may, under con- 
ditions and regulations to be prescribed by it, offer 
to public subscription at par such an amount of 
stock in said Federal reserve banks, or any one or 
more of them, as said committee shall determine, 
subject to the same conditions as to payment and 
stock liability as provided for member banks. 

‘No individual, copartnership, or corporation 
other than a member bank of its district shall be 
permitted to subscribe for or to hold at any time 
more than $25,000 par value of stock in any 
Federal reserve bank. Such stock shall be known 
as public stock and may be transferred on the 
books of the Federal reserve bank by the chairman 
of the board of directors of such bank. 

Should the total subscriptions by banks and 
the public to the stock of said Federal reserve 
banks, or any one or more of them, be, in the 
judgment of the organization committee, insuf- 
ficient to provide the amount of capital required 
therefor, then and in that event the said organiza- 
tion committee shall allot to the United States such 
an amount of said stock as said committee shall 
determine. Said United States stock shall be paid 
for at par out of any money in the Treasury not 
otherwise appropriated, and shall be held by the 
Secretary of the Treasury and disposed of for the 
benefit of the United States in such manner, at 
such times, and at such price, not less than par, 
as the Secretary of the Treasury shall determine. 

Stock not held by member banks shall not be 
entitled to voting power. 


The Federal Reserve Board is hereby em- 
powered to adopt and promulgate rules and reg- 
ulations governing the transfers of said stock. 

No Federal reserve bank shall commence busi- 
ness with a subscribed capital less than $4,000,000. 
The organization of reserve districts and Federal 
reserve cities shall not be construed as changing 
the present status of reserve cities and central 
reserve cities, except in so far as this Act changes 
the amount of reserves that may be carried with 
approved reserve agents located therein. The 
organization committee shall have power to appoint 
such assistants and incur such expenses in carrying 
out the provisions of this Act as it shall deem 
necessary, and such expenses shall be payable by 
the Treasurer of the United States upon voucher 
approved by the Secretary of the Treasury, and 
the sum of $100,000, or so much thereof as may 
be necessary, is hereby appropriated, out of any 
moneys in the Treasury not otherwise appropriated, 
for the payment of such expenses. 

Sec. 3. Each Federal reserve 
bank shall establish branch banks 
within the Federal reserve district in 
which it is located and may do so in the district of 
any Federal reserve bank which may have been 
suspended. Such branches shall be operated by a 
board of directors under rules and regulations ap- 
proved by the Federal Reserve Board. Directors 
of branch banks shall possess the same qualifica- 
tions as directors of the Federal res2rve banks. 
Four of said directors shall be selected by the 
reserve bank and three by the Federal Reserve 
Board, and they shall hold office during the pleas- 
ure, respectively, of the parent bank and the Fed- 
eral Reserve Board. The reserve bank shall des- 
ignate one of the directors as manager. 


BRANOH 
OFFIOES. 


FEDERAL Src. 4. When the organiza- 
RESERVE _ tion committee shall have established 
BANKS. 


Federal reserve districts as provided 
in section two of this Act, a certificate shall be 
filed with the Comptroller of the Currency showing 
the geographical limits of such districts and the 
Federal reserve city designated in each of such 
districts. ‘The Comptroller of the Currency shall 
thereupon cause to be forwarded to each national 
bank located in each district, and to such other 
banks declared to be eligible by the organization 
committee which may apply therefor, an applica- 
tion blank in form to be approved by the organi- 
zation committee, which blank shall contain a 
resolution to be adopted by the board of directors 
of each bank executing such application, author- 
izing a subscription to the capital stock of the 
Federal reserve bank organizing in that district in 
accordance with the provisions of this Act. 

When the minimum amount of capital stock 
prescribed by this Act for the organization of any 
Federal reserve bank shali have been subscribed 
and allotted, the organization committee shall 
designate any five banks of those whose applica- 
tions have been received, to execute a certificate 
of organization, and thereupon the banks so des- 
ignated shall, under their seals, make an organiza- 
tion certificate which shall specifically state the 
name of such Federal reserve bank, the territorial 
extent of the district over which the operations of 
such Federal reserve bank are to be carried on, the 
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city and State in which said bank is to be located, 
the amount of capital stock and the number of 
shares into which the same is divided, the name 
and place of doing business of each bank executing 
such certificate, and of all banks which have sub- 
scribed to the capital stock of such Federal reserve 
bank and the number of shares subscribed by each, 
and the fact that the certificate is made to enable 
those banks executing same, and all banks which 
have subscribed or may thereafter subscribe to the 
capital stock of such Federal reserve bank, to 
avail themselves of the advantages of this Act. 

The said organization certificate shall be ack- 
nowledged before a judge of some court of record 
or notary public; and shall be, together with the 
acknowledgment thereof, authenticated by the 
seal of such court, or notary, transmitted to the 
Comptroller of the Currency, who shall file, record 
and carefully preserve the same in his office. 

Upon the filing of such certificate with the 
Comptroller of the Currency as aforesaid, the said 
Federal reserve bank shall become a body corpor- 
ate and as such, and in the name designated in 
such organization certificate, shall have power— 

First. To adopt and use a corporate seal. 

Second. To have succession for a period of 
twenty years from its organization unless it is 
sooner dissolved by an Act of Congress, or unless 
its franchise becomes forfeited by some violation 
of law. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and 
defend, in any court of law or equity. 

Fifth. To appoint by its board of directors, 
such officers and employees as are not otherwise 
provided for in this Act, to define their duties, 
require bonds of them and fix the penalty thereof, 
and to dismiss at pleasure such officers or em- 
ployees. 

Sixth. To prescribe by its board of directors, 
by-laws not inconsistent with law, regulating the 
manner in which its general business may be con- 
ducted, and the privileges granted to it by law may 
be exercised and enjoyed. 

Seventh. To exercise by its board of directors, 
or duly authorized officers or agents, all powers 
specifically granted by the provisions of this Act 
and such incidental powers as shall be necessary to 
carry on the business of banking within the limita- 
tions prescribed by this Act. 

Eighth. Upon deposit with the Treasurer of 
the United States of any bonds of the United States 
in the manner provided by existing law relating to 
national banks, to receive from the Comptroller of 
the Currency circulating notes in blank, registered 
and countersigned as provided by law, equal in 
amount to the par value of the bonds so deposited, 
such notes to be issued under the same conditions 
and provisions of law as relate to the issue of cir- 
culating notes of national banks secured by bonds 
of the United States bearing the circulating privi- 
lege, except that the issue of such notes shall not 
be limited to the capital stock of such Federal 
reserve bank. 

But no Federal reserve bank shall transact any 
business except such as is incidental and necessarily 
preliminary to its organization until it has been 
authorized by the Comptroller of the Currency to 


commence business under the provisions of this Act. 

Every Federal reserve bank shall be conducted 
under the supervision and control of a board of 
directors. 

The board of directors shall perform the duties 
usually appertaining to the office of directors of 
banking associations and all such duties as are 
prescribed by law. 

Said board shall administer the affairs of said 
bank fairly and impartially and without discrimin- 
ation in favor of or against any member bank or 
banks and shall, subject to the provisions of law 
and the orders of the Federal Reserve Board, ex- 
tend to each member bank such discounts, advance- 
ments and accommodations as may be safely and 
reasonably made with due regard forthe claims and 
demands of other member banks. 

Such board of directors shall be selected as 
hereinafter specified and shall consist of nine mem- 
bers, holding office for three years, and divided into 
three classes, designated as classes A, B, and C. 

Class A shall consist of three members, who 
shall be chosen by and be representative of the 
stock-holding banks. 

Class B shall consist of three members, who 
at the time of their election shall be actively en- 
gaged in their district in commerce, agriculture or 
some other industrial pursuit. 

Class C shall consist of three members who 
shall be designated by the Federal Reserve Board. 
When the necessary subscriptions to the capital 
stock have been obtained for the organization of 
any Federal reserve bank, the Federal Reserve 
Board shall appoint the class C directors and shall 
designate one of such directors as chairman of the 
board to be selected. Pending the designation of 
such chairman, the organization committee shall 
exercise the powers and duties appertaining to the 
office of chairman in the organization of such Fed- 
eral reserve bank. 

No Senator or Representative in Congress shall 
be a member of the Federal Reserve Board or an 
officer or a director of a Federal reserve bank. 

No director of class B shall be an officer, 
director, or employee of any bank. 

No director of class C shall be an officer, 
director, employee, or stockholder of any bank. 

Directors of class A and class B shall be chosen 
in the following manner : 

The chairman of the board of directors of the 
Federal reserve bank of the district in which the 
bank is situated or, pending the appointment of 
such chairman, the organization committee shall 
classify the member banks of the district into three: 
general groups or divisions. Each group shall 
contain as nearly as may be one-third of the aggre- 
gate number of the member banks of the district 
and shall consist, as nearly as may be, of banks of 
similar capitalization. ‘The groups shall be desig- 
nated by number by the chairman. 

At a regularly called meeting of the board of 
directors of each member bank in the district it 
shall elect by ballot a district reserve elector and 
shall certify his name to the chairman of the board 
of directors of the Federal reserve bank of the 
district. The chairman shall make lists of the 
district reserve electors thus named by banks in 
each of the aforesaid three groups and shall transmit 
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one list to each elector in each group. 

Each member bank shall be permitted to nom- 
inate to the chairman one candidate for director 
of class A and one candidate for director of class 
B. The candidates so nominated shall be listed by 
the chairman, indicating by whom nominated, and 
a copy of said list shall, within fifteen days after its 
completion, be furnished by the chairman to each 
elector. 

Every elector shall, within fifteen days after the 
receipt of the said list, certify to the chairman his 
first, second, and other choices of a director of class 
A and class B, respectively, upon a preferential 
ballot, on a form furnished by the chairman of the 
board of directors of the Federal reserve bank of the 
district. Each elector shall make a cross opposite 
the name of the first, second, and other choices for 
a director of class A and for a director of class B, 
but shall not vote more than one choice for any one 
candidate. 

Any candidate having a majority of all votes 
cast in the column of first choice shall be declared 
elected. If no candidate have a majority of all the 
votes in the first column, then there shall be added 
together the votes cast by the electors for such cand- 
idates in the second column and the votes cast for 
the several candidates in the first column. If any 
candidate then have a majority of the electors vot- 
ing, by adding together the first and second choices, 
he shall be declared elected. If no candidate have 
a majority of electors voting when the first and 
second choices shall have been added, then the votes 
cast in the third column for other choices shall be 
added together in like manner, and the candidate 
then having the highest number of votes shall be 
declared elected. An immediate report of election 
shall be declared. 

Class C directors shall be appointed by the 
Federal Reserve Board. ‘They shall have been for 
at least two years residents of the district for which 
they are appointed, one of whom shall be designated 
by said board as chairman of the board of directors 
of the Federal reserve bank and as ‘‘Federal reserve 
agent.’’ He shall be a person of tested banking 
experience; and in addition to his duties as chair- 
man of the board of directors of the Federal reserve 
bank he shall be required to maintain under regu- 
lations to be established by the Federal Reserve 
Board a local office of said board on the premises 
of the Federal reserve bank. Heshall makeregular 
reports to the Federal Reserve Board, and shall act 
as its official representative for the performance of 
the functions conferred upon it by this Act. He 
shall receive an annual compensation to be fixed by 
the Federal Reserve Board and paid monthly by 
the Federal reserve bank to which he is designated. 
One of the directors of class C, who shall be a person 
of tested banking experience, shall be appointed by 
the Federal Reserve Board as deputy chairman and 
deputy Federal reserve agent to exercise the 
powers of the chairman of the board and Federal 
reserve agent in case of absence or disability of his 
principal. 

Directors of Federal reserve banks shall re- 
ceive, in addition to any compensation otherwise 
provided, a reasonable allowance for necessary ex- 
penses in attending meetings of their respective 
boards, which amount shall be paid by the respect- 


-members. 





ive Federal reserve banks. Any compensation that 
may be provided by boards of directors of Federal 
reserve banks for directors, officers or employees 
shall be subject to the approval of the Federal Re- 
serve Board. 

The Reserve Bank Organization Committee 
may, in organizing Federal reserve banks, call such 
meetings of bank directors in the several districts 
as may be necessary to carry out the purposes of 
this Act, and may exercise the functions herein 
conferred upon the chairman of the board of di- 
rectors of each Federal reserve bank pending the 
complete organization of such bank. 

At the first meeting of the full board of direc- 
tors of each Federal reserve bank, it shall be the 
duty of the directors of classes A, B and C, respect- 
ively, to designate one of the members of each class 
whose term of office shall expire in one year from 
the first of January nearest to date of such meeting, 
one whose term of office shall expire at the end of 
two years from said date, and one whose term of 
office shail expire at the end of three years from 
said date. Thereafter every director of a Federal 
reserve bank chosen as hereinbefore provided shall 
hold office for a term of three years. Vacancies 
that may occur in the several classes of directors 
of Federal reserve banks may be filled in the 
manner provided for the original selection of such 
directors, such appointees to hold office for the un- 
expired terms of their predecessors. 

STOCK ISSUES; Sec. 5. The capital 
INCREASE AND _ stock of each Federal reserve 
DECREASE OF bank shall be divided into 
OAPITAL. shares of $100 each. The 
outstanding capital stock shall be increased from 
time to time as member banks increase their capital 
stock and surplus or as additional banks become 
members, and may be decreased as member banks 
reduce their capital stock or surplus or cease to be 
Shares of the capital stock of Federal 
reserve banks owned by member banks shall not 
be transferred or hypothecated. When a member 
bank increases its capital stock or surplus, it shall 
thereupon subscribe for an additional amount of 
capital stock of the Federal reserve bank of its 
district equal to six per centum of the said in- 
crease, one-half of said subscription to be paid in 
the manner hereinbefore provided for original sub- 
scription, and one-half subject to call of the Fed- 
eral Reserve Board. A bank applying for stock 
in a Federal reserve bank at any time after the or- 
ganization thereof must subscribe for an amount of 
the capital stock of the Federal reserve bank equal 
to six per centum of the paid-up capital stock and 
surplus of said applicant bank, paying therefor its 
par value plus one-half of one per centum a month 
from the period of the last dividend. When the 
capital stock of any Federal reserve bank shall have 
been increased either on account of the increase of 
capital stock of member banks or on account of the 
increase in the number of member banks, the board 
of directors shall cause to be executed a certificate 
to the Comptroller of the Currency showing the in- 
crease in capital stock, the amount paid in, and by 
whom paid. When a member bank reduces its 
capital stock it shall ,surrender a proportionate 
amount of its holdings in the capital of said Federal 
reserve bank, and when a member bank voluntarily 

















liquidates it shall surrender all of its holdings of 
the capital stock of said Federal reserve bank and 
be released from its stock subscription not previously 
called. In either case the shares surrendered shall 
be canceled and the member bank shall receive in 
payment therefor, under regulations to be pre- 
scribed by the Federal Reserve Board, a sum equal 
to its cash-paid subscriptions on the shares sur- 
rendered and one-half of one per centum a month 
from the period of the last dividend, not to exceed 
the book value thereof, less any liability of such 
member bank to the Federal reserve bank. 

Sec. 6. If any member bank shall be de- 
clared insolvent and a receiver appointed therefor, 
the stock held by it in said Federal reserve bank 
shall be canceled, without impairment of its liabil- 
ity, and all cash-paid subscriptions on said stock, 
with one-half of one per centum per month from 
the period of last dividend, not to exceed the book 
value thereof, shall be first applied to all debts of 
the insolvent member bank to the Federal reserve 
bank, and the balance, if any, shall be paid to the 
receiver of the insolvent bank. Whenever the 
capital stock of a Federal reserve bank is reduced, 
either on account of a reduction in capital stock of 
any member bank or of the liquidation or insolvency 
of such bank, the board of directors shall cause to 
be executed a certificate to the Comptroller of the 
Currency showing such reduction of capital stock 
and the amount repaid to such bank. 

Sec. 7. After all neces- 
sary expenses of a Federal re- 
serve bank have been paid or 
provided for, the stockholders shall be entitled to 
receive an annual dividend of six per centum on 
the paid-in capital stock, which dividend shall be 
cumulative. After the aforesaid dividend claims 
have been fully met, all the net earnings shall be 
paid to the United States as a franchise tax, except 
that one-half of such net earnings shall be paid 
into a surplus fund until it shall amount to forty 
Oo centum of the paid-in capital stock of such 

ank, 

The net earnings derived by the United States 
from Federal reserve banks shall, in the discretion 
of the Secretary, be used to supplement the gold 
reserve held against outstanding United States 
notes, or shall be applied to the reduction of the 
outstanding bonded indebtedness of the United 
States under regulations to be prescribed by the 
Secretary of the Treasury. Should a Federal re- 
serve bank be dissolved or go into liquidation, any 
surplus remaining, after the payment of all debts, 
dividend requirements as hereinbefore provided, 
and the par value of the stock, shall be paid to and 
become the property of the United States and shall 
be similarly applied. 

Federal reserve banks, including the capital 
stock and surplus therein, and the income derived 
therefrom shall be exempt from Federal, State, and 
local taxation, except taxes upon real estate. 

Skc. 8. Section fifty-one hundred and fifty- 


DIVISION OF 
EARNINGS. 


four, United States Revised Statutes, is hereby 
amended to read as follows: 

Any bank incorporated by special law of any 
State or of the United States or organized under 
the general laws of any State or of the United 
States and having an unimpaired capital sufficient 
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to entitle it to become a national banking associa- 
tion under the provisions of the existing laws may, 
by the vote of the shareholders owning not less 
than fifty-one per centum of the capital stock of 
such bank or banking association, with the approval 
of the Comptroller of the Currency be converted 
into a national banking association, with any name 
approved by the Comptroller of the Currency : 

Provided, however, ‘That said conversion shall 
not be in contravention of the State law. In such 
case the articles of association and organization cer- 
tificate may be executed by a majority of the direct- 
ors of the bank or banking institution, and the cer- 
tificate shall declare that the owners of fifty-one 
per centum of the capital stock have authorized the 
directors to make such certificate and to change or 
convert the bank or banking institution into a na- 
tional asssociation. A majority of the directors, 
after executing the articles of association and the 
organization certificate, shall have power to execute 
all other papers and to do whatever may be required 
to make its organization perfect and complete as a 
national association. ‘The shares of any such bank 
may continue to be for the same amount each as 
they were before the conversion, and the directors 
may continue to be directors of the association until 
others are elected or appointed in accordance with 
the provisions of the statutes of the United States. 
When the Comptroller has given to such bank or 
banking association a certificate that the provisions 
of this Act have been complied with, such bank or 
banking association, and all its stockholders, offic- 
ers, and employees, shall have the same powers and 
privileges, and shall be subject to the same duties, 
liabilities, and regulations, in all respects, as shall 
have been prescribed by the Federal Reserve Act 
and by the national banking Act for associations 
originally organized as national banking associa- 
tions. 

Sec. 9. Any bank in- 
corporated by special law of any 
State, or organized under the 
general laws of any State or of the United States, 
may make application to the reserve bank organiza- 
tion committee, pending organization, and there- 
after to the Federal Reserve Board for the right to 
subscribe to the stock of the Federal reserve bank 
organized or to be organized within the Federal re- 
serve district where the applicant is located. The 
organization committee or the Federal Reserve 
Board, under such rules and regulations as it may 
prescribe, subject to the provisions of this section, 
may permit the applying bank to become a stock- 
holder in the Federal reserve bank of the district in 
which the applying bank is located. Whenever the 
organization committee or the Federal Reserve 
Board shall permit the applying bank to become a 
stockholder in the Federal reserve bank of the dis- 
trict, stock shall be issued and paid for under the 
rules and regulations in this Act provided for 
national banks which become stockholders in Fed- 
eral reserve banks. 

The organization committee or the Federal 
Reserve Board shall establish by-laws for the 
general government of its conduct in acting upon 
applications made by the State banks and banking 
associations and trust companies for stock owner- 
ship in Federal reserve banks. Such by-laws shall 
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require applying banks not organized under Federal 
law to comply with the reserve and capital require- 
ments and to submit to the examination and regula- 
tions prescribed by the organization committee or 
by the Federal Reserve Board. No applying bank 
shall be admitted to membership in a Federal reserve 
bank unless it possesses a paid-up unimpaired capi- 
tal sufficient to entitle it to become a national bank- 
ing association in the place where it is situated, 
under the provisions of the national banking Act. 

Any bank becoming a member of a Federal 
reserve bank under the provisions of this section 
shall, in addition to the regulations and restrictions 
hereinbefore provided, be required to conform to 
the provisions of law imposed on the national banks 
respecting the limitation of liability which may be 
incurred by any person, firm, or corporation to such 
banks, the prohibition against making purchase of 
or loans on stock of such banks, and the withdrawal 
or impairment of capital, or the payment of unearn- 
ed dividends, and to such rules and regulations as 
the Federal Reserve Board may, in pursuance 
thereof, prescribe. 

Such banks, and the officers, agents, and 
employees thereof, shall also be subject to the pro- 
visions of and to the penalties prescribed by sections 
fifty-one hundred and ninety-eight, fifty-two hun- 
dred, fifty-two hundred and one, and fifty-two hun- 
dred and eight, and fifty-two hundred and nine of 
the Revised Statutes. ‘The member banks shall also 
be required to make reports of the conditions and of 
the payments of dividends to the comptroller, as 
provided in sections fifty-two hundred and eleven 
and fifty-two hundred and twelve of the Revised 
Statutes, and shall be subject to the penalties pre- 
scribed by section fifty-two hundred and thirteen for 
the failure to make such report. 

If at any time it shall appear to the Federal 
Reserve Board that a member bank has failed to 
comply with the provisions of this section or the 
regulations of the Federal Reserve Board, it shall 
be within the power of the said board, after hear- 
ing, to require such bank to surrender its stock in 
the Federal reserve bank; upon such surrender 
the Federal reserve bank shall pay the cash-paid 
subscriptions to the said stock with interest at the 
rate of one-half of one per centum per month, com- 
puted from the last dividend, if earned, not to ex- 
ceed the book value thereof, less any liability to 
said Federal reserve bank, except the subscription 
liability not previously called, which shall be can- 
celed, and said Federal reserve bank shall, upon 
notice from the Federal Reserve Board, be required 
to suspend said bank from further privileges of 
membership, and shall within thirty days of such 
notice cancel and retire its stock and make pay- 
ment therefor in the manner herein provided. The 
Federal Reserve Board may restore membership 
upon due proof of compliance with the conditions 
imposed by this section. 

SEc. 10. A Federal Reserve Board is hereby 
created which shall consist of seven members, in- 
cluding the Secretary of the Treasury and the 
Comptroller of the Currency, who shall be mem- 
FEDERAL bers ex Officio, and five members ap- 
RESERVE pointed by the President of the United 
BOARD. States, by and with the advice and 
consent of the Senate. In selecting the five ap- 





pointive members of the Federal, Reserve Board 
not more than one of whom shall be selected from 
any one Federal reserve district, the President shall 
have due regard to a fair representation of the 
different commercial, industrial and geographical 
divisions of the country. The five members of the 
Federal Reserve Board appointed by the President 
and confirmed as aforesaid shall devote their entire 
time to the business of the Federal Reserve Board 
and shall each receive an annual salary of $12,000, 
payable monthly together with actual necessary 
traveling expenses, and the Comptroller of the 
Currency, as ex officio member of the Federal 
Reserve Board, shall, in addition to the salary now 
paid him as Comptroller of the Currency, receive 
the sum of $7,000 annually for his services as a 
member of said Board. 

The members of said board, the Secretary of 
the Treasury, the Assistant Secretaries of the 
Treasury, and the Comptroller of the Currency 
shall be ineligible during the time they are in office 
and for two years thereafter to hold any office, 
position, or employment in any member bank. Of 
the five members thus appointed by the Presi- 
dent at least two shall be persons experienced in 
banking or finance. One shall be designated by 
the President to serve for two, one for four, one 
for six, one for eight, and one for ten years, and 
thereafter each member so appointed shall serve 
for a term of ten years unless sooner removed for 
cause by the President. Of the five persons thus 
appointed, one shall be designated by the President 
as governor and one as vice governor of the Federal 
Reserve Board. The governor of the Federal 
Reserve Board, subject to its supervision, shall be 
the active executive officer. The Secretary of the 
Treasury may assign offices in the Department of 
the Treasury for the use of the Federal Reserve 
Board. Each member of the Federal Reserve 
Board shall within fifteen days after notice of ap- 
pointment make and subscribe to the oath of office. 

The Federal Reserve Board shall have power to 
levy semiannually upon the Federal reserve banks, 
in proportion to their capital stock and surplus, 
an assessment sufficient to pay its estimated ex- 
penses and the salaries of its members and em- 
ployees for the half year succeeding the levying of 
such assessment, together with any deficit carried 
forward from the preceding half year. 

The first meeting of the Federal Reserve Board 
shall be held in Washington, District of Columbia, 
as soon as may be after the passage of this 
Act, at a date to be fixed by the Reserve Bank 
Organization Committee. The Secretary of the 
Treasury shall be ex officiochairman of the Federal 
Reserve Board. No member of the Federal Reserve 
Board shall be an officer or director of any bank, 
banking institution, trust company, or Federal 
reserve bank nor hold stock in any bank, banking 
institution, or trust company; and before entering 
upon hisduties as a member of the Federal Reserve 
Board he shall certify under oath to the Secretary 
of the Treasury that he has complied with this re- 
quirement. Whenever a vacancy shall occur, 
other than by expiration of term, among the five 
members of the Federal Reserve Board appointed 
by the President, as above provided, a successor 
shall be appointed by the President, with the advice 
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and consent of the Senate, to fillsuch vacancy, and 
when appointed he shall hold office for the un- 
expired term of the member whose place he is 
selected to fill. 

The President shall have power to fill all vacan- 
cies that may happen on the Federal Reserve 
Board during the recess of the Senate, by granting 
commissions which shall expire thirty days after 
the next session of the Senate convenes. 

Nothing in this Act contained shall be con- 
strued as taking away any powers heretofore vested 
by law in the Secretary of the Treasury which re- 
late to the supervision, management, and control 
of the Treasury Department and bureaus under 
such department, and wherever any power vested 
by this Act in the Federal Reserve Board or the 
Federal reserve agent appears to conflict with the 
powers of the Secretary of the Treasury, such 
powers shall be exercised subject to the supervis- 
ion and control of the Secretary. 

The Federal Reserve Board shall annually 
make a full report of its operations to the Speaker 
of the House of Representatives, who shall cause 
the saine to be printed for the information of the 
Congress. 

Section three hundred and twenty-four of the 
Revised Statutes of the United States shall be 
amended so as to read as follows: There shall be 
in the Department of the Treasury a bureau charged 
with the execution of all laws passed by Congress 
relating to the issue and regulation of national 
currency secured by United States bonds and, under 
the general supervision of the Federal Reserve 
Board, of all Federal reserve notes, the chief officer 
of which bureau shall be called the Comptroller of 
the Currency and shall perform his duties under 
the general directions of the Secretary of the 
Treasury. 

Src. 11. The Federal Reserve Board shall 
be authorized and empowered: 

(a) To examine at its discretion the accounts, 
books and affairs of each Federal reserve bank and 
of each member bank and to require such state- 
ments and reports as it may deem necessary. 
The said board shall publish once each week a 
statement showing: the condition of each Federal 
reserve bank and a consolidated statement for all 
Federal reserve banks. Such statements shall show 
in detail the assets and liabilities of the Federal 
reserve banks, single and combined, and shall fur- 
nish full information regarding the character of the 
money held as reserve and the amount, nature and 
maturities of the paper and other investments 
owned or held by Federal reserve banks. 

(b) To permit, or, on the affirmative vote of 
at least five members of the Reserve Board to 
require Federal reserve banks to rediscount the 
discounted paper of other Federal reserve banks at 
rates of interest to be fixed by the Federal Reserve 
Board. 

(c) Tosuspend for a period not exceeding thirty 
days, and from time to time to renew such suspension 
for periods not exceeding fifteen days, any reserve 
requirement specified in this Act: Provided, That 
it shall establish a graduated tax upon the amounts 
by which the reserve requirements of this Act may 
be permitted to fall below the level hereinafter 
specified: And provided further, That when the 





gold reserve held against Federal reserve notes 
falls below forty per centum, the Federal Reserve 
Board shall establish a graduated tax of not more 
than one per centum per annum upon such defi- 
ciency until the reserves fall to thirty-two and 
one-half per centum, and when said reserve falls 
below thirty-two and one-half per centum, a tax 
at the rate increasingly of not less than one and 
one-half per centum per annum upon each two and 
one-half per centum or fraction thereof that such 
reserve falls below thirty-two and one-half per 
centum. The tax shall be paid by the reserve bank, 
but the reserve bank shall add an amount equal to 
said tax tothe rates of interest and discount fixed 
by the Federal Reserve Board. 

(d) To supervise and regulate through the 
bureau under the charge of the Comptroller of the 
Currency the issue and retirement of Federal reserve 
notes, and to prescribe rules and regulations under 
which such notes may be delivered by the Comp- 
troller to the Federal reserve agents applying there- 
for. 

(e) To add to the number of cities classified 
as reserve and central reserve cities under existing 
law in which national banking associations are sub- 
ject to the reserve requirements set forth in sec- 
tion twenty of this Act; or to reclassify existing 
reserve and central reserve cities or to terminate 
their designation as such. 

(f) To suspend or remove any officer or direc- 
tor of any Federal reserve bank, the cause of such 
removal to be forthwith communicated in writing 
by the Federal Reserve Board to the removed 
officer or director and to said bank. 

(g) To require the writing off of doubtful 
or worthless assets upon the books and balance 
sheets of Federal reserve banks. 

(h) To suspend, for the violation of any of the 
provisions of this Act, the operations of any Federal 
reserve bank, to take possession thereof, administer 
the same during the period of suspension, and, 
when deemed advisable, to liquidate or reorganize 
such bank. 

(i) To require bonds of Federal reserve agents, 
to make regulations for the safeguarding of all 
collateral, bonds, Federal reserve notes, money or 
property of any kind deposited in the hands of 
such agents, and said board shall perform the 
duties, functions, or services specified in this Act, 
and make all rules and regulations necessary to 
enable said board effectively to perform the same. 

(j) To exercise general supervision over said 
Federal reserve banks. 

(k) To grant by special permit to national 
banks applying therefor, when not in contravention 
of State or local law, the right to act as trustee, 
executor, administrator, or registrar of stocks and 
bonds under such rules and regulations as the said 
board my prescribe. 

(1) To employ such attorneys, experts, assis- 
tants, clerks or other employees as may be deemed 
necessary to conduct the business of the board. 
All salaries and fees shall be fixed in advance by 
said board and shall be paid in the same manner 
as the salaries of the members of said board. All 
such attorneys, experts, assistants, clerks, and 
other employees shall be appointed without regard 
to the provisions of the Act of January sixteenth, 














eighteen hundred and eighty-three (volume twenty- 
two, United States Statutes at Large, page four 
hundred and three), and amendments thereto, or 
any rule or regulation made in pursuance thereof: 
Provided, That nothing herein shall prevent the 
President from placing said employees in the classi- 
fied service. 

Sec. 12. There is hereby created a Federal 
Advisory Council, which shall consist of as many 
members as there are Federal reserve districts. 
Each Federal reserve bank by its board of directors 
shall annually select from its own Federal reserve 


FEDERAL district one member of said council, 
ADVISORY who shall receive such compen- 
COUNCIL. 


sation and allowances as may be 
fixed by his board of directors subject to the ap- 
proval of the Federal Reserve Board. The meet- 
ings of said advisory council shall be held at 
Washington, District of Columbia, at least four 
times each year, and oftener if called by the 
Federal Reserve Board. The council may in ad- 
dition to the meetings above provided for hold 
such other meetings in Washington, District of 
Columbia, or elsewhere, as it may deem necessary, 
may select its own officers and adopt its own 
methods of procedure, and a majority of its mem- 
bers shall constitute a quorum for the transaction 
of business. Vacancies in the council shall be filled 
by the respective reserve banks, and members 
selected to fill vacancies, shall serve for the un- 
expired term. 

‘The Federal Advisory Council shall have power, 
by itself or through its officers, (1) to confer directly 
with the Federal Reserve Board on general business 
conditions; (2) to make oral or written represen- 
tations concerning matters within the jurisdiction of 
said board; (3) to call for information and to make 
recommendations in regard to discount rates, re- 
discount business, note issues, reserve conditions 
in the various districts, the purchase and sale of 
gold or securities by reserve banks, open-market 
operations by said banks, and the general affairs 
of the reserve banking system. 

Sec. 13. Any Federal reserve bank may re- 
ceive from any of its member banks, and from the 
United States, deposits of current funds in lawful 
money, national-bank notes, Federal reserve notes, 
or checks and drafts upon solvent member banks, 
POWERS OF payable upon presentation; 
FEDERAL or, solely for exchange pur- 
RESERVE BANKS. poses, may receive from 
other Federal reserve banks deposits of current 
funds in lawful money, national-bank notes, or 
checks and drafts upon solvent member or other 
Federal reserve banks, payable upon presentation. 

Upon the indorsement of any of its member 
banks, with a waiver of demand, notice and pro- 
test by such bank, any Federal reserve bank may 
discount notes, drafts, and bills of exchange aris- 
ing out of actual commercial transactions; that 
is, notes, drafts, and bills of exchange issued or 
drawn for agricultural, industrial, or commercial 
purposes, or the proceeds of which have been used, 
or are to be used, for such purposes, the Federal Re- 
serve Board to have the right to determine or define 
the character of the paper thus eligible for discount, 
within the meaning of this Act. Nothing in this 
Act contained shall be construed to prohibit 





such notes, drafts, and bills of exchange, secured 
by staple agricultural products, or other goods, 
wares, or merchandise from being eligible for such 
discount; but such definition shall not include 
notes, drafts, or bills covering merely investments 
or issued or drawn for the purpose of carrying or 
trading in stocks, bonds, or other investment 
securities, except bonds and notes of the Govern- 
ment of the United States. Notes, drafts, 
and bills admitted to discount under the terms of 
this paragraph must have a maturity at the time 
of discount of not morethan ninety days: Provided, 
That notes, drafts, and bills drawn or issued for 
agricultural purposes or based on live stock and 
having a maturity not exceeding six months may 
be discounted in an amount to be limited to a per- 
centage of the capital of the Federal reserve bank, 
to be ascertained and fixed by the Federal Reserve 
Board. 


Any Federal reserve bank may discount ac- 
ceptances which are based on the importation or 
exportation of goods and which have a maturity at 
time of discount of not more than three months, 
and indorsed by at least one member bank. ‘The 
amount of acceptances so discounted shall at no 
time exceed one-half the paid-up capital stock and 
surplus of the bank for which the rediscounts are 
made. 


The aggregate of such notes and bills bearing 
the signature or indorsement of any one person, 
company, firm, or corporation rediscounted for any 
one bank shall at no time exceed ten per centum of 
the unimpaired capital and surplus of said bank; 
but this restriction shall not apply to the discount 
of bills of exchange drawn in good faith against 
actually existing values. 

Any member bank may accept drafts or bills 
of exchange drawn upon it and growing out of 
transactions involving the importation or exportation 
of goods having not more than six months sight to 
run; but no bank shall accept such bills to an 
amount equal at any time in the aggregate to more 
than one-half its paid-up capital stock and surplus. 

Section fifty-two hundred and two of the Re- 
vised Statutes of the United States is hereby 
amended so as to read as follows: No national 
banking association shall at any time be indebted, 
or in any way liable, to an amount exceeding the 
amount of its capital stock at such time actually 
paid in and remaining undiminished by losses or 
otherwise, except on account of demands of the 
nature following: 

First. Notes of circulation. 

Second. Moneys deposited with or collected 
by the association. 

Third. Bills of exchange or drafts drawn 
against money actually on deposit to the credit of 
the association, or due thereto. 

Fourth. Liabilities to the stockholders of the 
association for dividends and reserve profits. 

Fifth. Liabilities incurred under the pro- 
visions of the Federal Reserve Act. 

The rediscount by any Federal reserve bank of 
any bills receivable and of domestic and foreign 
bills of exchange, and of acceptances authorized by 
this Act, shal) be subject to such restrictions, 
limitations, and regulations as may be imposed by 
the Federal Reserve Board. 











OPEN-MARKET Src. 14. Any Federal re- 
OPERATIONS. serve bank may, under rules and 
regulations prescribed by the Federal Reserve 
Board, purchase and sell in the open market, at 
home or abroad, either from or to domestic or 
foreign banks, firms, corporations, or individuals, 
cable transfers and bankers’ acceptances and bills 
of exchange of the kinds and maturities by this 
Act made eligible for rediscount, with or without 
the indorsement of a member bank. 


Every Federal reserve bank shall have power: 

(a) To deal in gold coin and bullion at home 
or abroad, to make loans thereon, exchange Federal 
reserve notes for gold, gold coin, or gold certificates, 
and to contract for loans of gold coir or bullion, 
giving therefor, when necessary, acceptable security, 
including the hypothecation of United States bonds 
or other securities which Federal reserve banks are 
authorized to hold; 


(b) To buy and sell, at home or abroad, 
bonds and notes of the United States, and bills, 
notes, revenue bonds, and warrants with a maturity 
from date of purchase of not exceeding six months, 
issued in anticipation of the collection of taxes or 
in anticipation of the receipt of assured revenues 
by any State, county, district, political subdivision, 
or municipality in the continental United States, 
including irrigation, drainage and reclamation 
districts, such purchases to be made in accordance 
with rules and regulations prescribed by the 
Federal Reserve Board; 


(c) To purchase from member banks and to 
sell, with or without its indorsement, bills of ex- 
change arising out of commerical transactions, as 
hereinbefore defined; 


(d) To establish from time to time, subject 
to review and determination of the Federal Reserve 
Board, rates of discount to be charged by the 
Federal reserve bank for each class of paper, which 
shall be fixed with a view of accommodating 
commerce and business; 

(e) Toestablish accounts with other Federal 
reserve banks for exchange purposes and, with the 
consent of the Federal Reserve Board, to open and 
maintain banking accounts in foreign countries, 
appoint correspondents, and establish agencies in 
such countries wheresoever it may deem best for 
the purpose of purchasing, selling, and collecting 
bills of exchange, and to buy and sell with or with- 
out its indorsement, through such correspondents 
or agencies, bills of exchange arising out of actual 
commercial transactions which have not more than 
ninety days to run and which bear the signature of 
two or more responsible parties. 


Src. 15. The moneys held 
in the general fund of the Treas- 
ury, except the five per centum 
fund for the redemption of outstanding national- 
bank notes and the funds provided in this Act for 
the redemption of Federal reserve notes may, upon 
the direction of the Secretary of the Treasury, be 
deposited in Federal reserve banks, which banks, 
when required by the Secretary of the Treasury, 
shall act as fiscal agents of the United States; and 
the revenues of the Government or any part thereof 
may be deposited in such banks, and disbursements 


GOVERNMENT 
DEPOSITS. 





may be made by checks drawn against such 
deposits. 

No public funds of the Philippine Islands, or 
of the postal savings, or any Government funds, 
shall be deposited in the continental United States 
in any bank not belonging to the system established 
by this Act: Provided, however, That nothing in 
this Act shall be construed to deny the right of the 
Secretary of the Treasury to use member banks as 
depositories. 

Sc. 16. Federal reserve notes, to be issued 
at the discretion of the Federal Reserve Board for 
the purpose of making advances to Federal reserve 
banks through the Federal reserve agents 
as hereinafter set forth and for no other 
purpose, are hereby authorized. ‘The said 
notes shall be obligations of the United States and 
shall be receivable by all national and member 
banks and Federal reserve banks and for all taxes, 
customs, and other public dues. They shall be re- 
deemed in gold on demand at the Treasury Depart- 
ment of the United States, in the city of Washing- 
ton, District of Columbia, or in gold or lawful 
money at any Federal reserve bank. 

Any Federal reserve bank may make applica- 
tion to the local Federal reserve agent for such 
amount of the Federal reserve notes hereinbefore 
provided for as it may require. Such application 
shall be accompanied with a tender to the local 
Federal reserve agent of collateral in amount equal 
to the sum of the Federal reserve notes thus applied 
for and issued pursuant tosuch application. The col- 
lateral security thus offered shall be notes and bills, 
accepted for rediscount under the provisions of 
section thirteen of this Act, and the Federal reserve 
agent shall each day notify the Federal Reserve 
Board of all issues and withdrawals of Federal re- 
serve notes to and by the Federal reserve bank to 
which he is accredited. The said Federal Reserve 
Board may at any time call upon a Federal reserve 
bank for additional security to protect the Federal 
reserve notes issued to it. 

Every Federal reserve bank shal] maintain re- 
serves in gold or lawful money of not less than 
thirty-five per centum against its deposits and 
reserves in gold of not less than forty per centum 
against its Federal reserve notes in actual circula- 
tion, and not offset by gold or lawful money de- 
posited with the Federal reserve agent. Notes so 
paid out shall bear upon their faces a distinctive 
letter and serial number, which shall be assigned 
by the Federal Reserve Board to each Federal re- 
serve bank. Whenever Federal reserve notes is- 
sued through one Federal reserve bank shall be 
received by another Federal reserve bank they shall 
be promptly returned for credit or redemption to 
the Federal reserve bank through which they were 
originally issued. No Federal reserve bank shall 
pay out notes issued through another under penalty 
of a tax of ten per centum upon the face value of 
notes so paid out. Notes presented for redemption 
at the Treasury of the United States shall be paid 
out of the redemption fund and returned to the 
Federal reserve banks through which they were 
originally issued, and thereupon such Federal reserve 
bank shall, upon demand of the Secretary of the 
Treasury, reimburse such redemption fund in law- 
ful money or, if such Federal reserve notes have 
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been redeemed by the Treasurer in gold or gold 
certificates, then such funds shal] be reimbursed to 
the extent deemed necessary by the Secretary of the 
Treasury in gold or gold certificates, and such 
Federal reserve bank shall, so long as any of its 
Federal reserve notes remain outstanding, maintain 
with the Treasurer in gold an amount sufficient in 
the judgment of the Secretary to provide for all 
redemptions to be madeby the Treasurer. Federal 
reserve notes received by the Treasury, otherwise 
than for redemption, may be exchanged for gold 
out of the redemption fund hereinafter provided 
and returned to the reserve bank through which 
they were originally issued, or they may be re- 
turned to such bank for the credit of the United 
States. Federal reserve notes unfit for circulation 
shall be returned by the Federal reserve agents 
to the Comptroller of the Currency for cancellation 
and destruction. 

The Federal Reserve Board shall require each 
Federal reserve bank to maintain on deposit in the 
Treasury of the United States a sum in gold suffi- 
cient in the judgment of the Secretary of the 
Treasury for the redemption of the Federal reserve 
notes issued to such bank, but in no event less 
than five per centum; but such deposit of gold 
shall be counted and included as part of the forty 
per centum reserve hereinbefore required. The 
board shall have the right, acting through the 
Federal reserve agent, to grant in whole or in part 
or to reject entirely the application of any Federal 
reserve bank for Federal reserve notes; but to the 
extent that such application may be granted the 
Federal Reserve Board, shall, through its local 
Federal reserve agent, supply Federal reserve notes 
to the bank so applying, and such bank shall be 
charged with the amount of such notes and shall 
pay such rate of interest on said amount as may be 
established by the Federal Reserve Board, and the 
amount of such Federal reserve notes so issued to 
any such bank shall, upon delivery, together with 
such notes of such Federal reserve bank as may be 
issued under section eighteen of this Act upon 
security of United States two per centum Govern- 
ment bonds, become a first and paramount lien on 
all the assets of such bank. 

Any Federal reserve bank may at any time 
reduce its liability for outstanding Federal reserve 
notes by depositing, with the Federal reserve 
agent, its Federal reserve notes, gold, gold certifi- 
cates, or lawful money of the United States. 
Federal reserve notes so deposited shall not be 
reissued, except upon compliance with the con- 
ditions of an original issue. 

The Federal reserve agent shall hold such 
gold, gold certificates, or lawful money available 
exclusively for exchange for the outstanding Fed- 
eral reserve notes when offered by the reserve bank 
of which he is a director. Upon the request of the 
Secretary of the Treasury the Federal Reserve 
Board shall require the Federal reserve agent to 
transmit so much of said gold to the Treasury of 
the United States as may be required for the ex- 
clusive purpose of the redemption of such notes. 

Any Federal reserve bank may at its discre- 
tion withdraw collateral deposited with the local 
Federal reserve agent for the protection of its Fed- 
eral reserve notes deposited with it and shall at the 
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same time substitute therefor other like collateral 
of equal amount with the approval of the Federal 
reserve agent under regulations to be prescribed by 
the Federal Reserve Board. 

In order to furnish suitable notes for circula- 
tion as Federal reserve notes, the Comptroller of the 
Currency shall, under the direction of the Secretary 
of the Treasury, cause plates and dies to be en- 
graved in the best manner to guard against coun- 
terfeits and fraudulent alterations, and shall have 
printed therefrom and numbered such quantities of 
such notes of the denominations of $5, $10, $20, 
$50, $100, as may be required to supply the Federal 
reserve banks. Such notes shall be in form and 
tenor as directed by the Secretary of the Treasury 
under the provisions of this Act and shall bear the 
distinctive numbers of the several Federal reserve 
banks through which they are issued. 

When such notes have been prepared, they 
shall be deposited in the Treasury, or in the sub- 
treasury or mint of the United States nearest the 
place of business of each Federal reserve bank and 
shall be held for the use of such bank subject to 
the order of the Comptroller of the Currency for 
their delivery, as provided by this Act. 

The plates and dies to be procured by the 
Comptroller of the Currency for the printing of 
such circulating notes shall remain under his con- 
trol and direction, and the expenses necessarily 
incurred in executing the laws relating to the pro- 
curing of such notes, and all other expenses inci- 
dental to their issue and retirement, shall be paid 
by the Federal reserve banks, and the Federal Re- 
serve Board shall include in its estimate of expenses 
levied against the Federal reserve banks a sufficient 
amount to cover the expenses herein provided for. 

The examination of plates, dies, bed pieces, 
and so forth, and regulations relating to such ex- 
amination of plates, dies, and so forth, of national- 
bank notes provided for in section fifty-one hundred 
and seventy-four Revised Statutes, is hereby ex- 
tended to include notes herein provided for. 

Any appropriation heretofore made out of the 
general funds of the Treasury for engraving plates 
and dies, the purchase of distinctive paper, or to 
cover any other expense in connection with the 
printing of national-bank notes or notes provided 
for by the Act of May thirtieth, nineteen hundred 
and eight, and any distinctive paper that may be on 
hand at the time of the passage of this Act may be 
used in the discretion of the Secretary for the pur- 
poses of this Act, and should the appropriations 
heretofore made be insufficient to meet the require- 
ments of this Act in addition to circulating notes 
provided for by existing law, the Secretary is 
hereby authorized to use so much of any funds in 
the Treasury not otherwise appropriated for the 
purpose of furnishing the notes aforesaid: Pro- 
vided, however, That nothing in this section con- 
tained shall be construed as exempting national 
banks or Federal reserve banks from their liability 
to reimburse the United States for any expenses 
incurred in printing and issuing circulating notes. 

Every Federal reserve bank shall receive on 
deposit at par from member banks or from Federal 
reserve banks checks and drafts drawn upon any of 
its depositors, and when remitted by a Federal re- 
serve bank, checks and drafts drawn by any de- 

















positor in any other Federal reserve bank or mem- 
ber bank upon funds to the credit of said depositor 
in said reserve bank or member bank. Noth- 
ing herein contained shall be construed as pro- 
hibiting a member bank from charging its actual 
expense incurred in collecting and remitting funds, 
or for exchange sold to its patrons. The Federal 
Reserve Board shall, by rule, fix the charges to be 
collected by the member banks from its patrons 
whose checks are cleared through the Federal re- 
serve bank and the charge which may be imposed 
for the service of clearing or collection rendered by 
the Federal reserve bank. 

The Federal Reserve Board shall make and 
promulgate from time to time regulations govern- 
ing the transfer of funds and charges therefor 
among Federal reserve banks and their branches, 
and may at its discretion exercise the functions of 
a clearing house for such Federal reserve banks, or 
may designate a Federal reserve bank to exercise 
such functions, and may also require each such 
bank to exercise the functions of a clearing house 
for its member banks. 

SEc. 17. So much of the provisions of sec- 
tion fifty-one hundred and fifty-nine of the Revised 
Statutes of the United States, and section four of 
the Act of June twentieth, eighteen hundred and 
seventy-four, and section eight of the Act of July 
twelfth, eighteen hundred and eighty-two, and of 
any other provisions of existing statutes as require 
that before any national banking associations shall 
be authorized to commence banking business it 
shall transfer and deliver to the Treasurer of the 
United States a stated amount of United States reg- 
istered bonds is hereby repealed. 

SEc. 18. After two years from the passage of 
this Act, and at any time during a period of twenty 
years thereafter, any member bank desiring to re- 
tire the whole or any part of its cir- 
culating notes, may file with the 
Treasurer of the United States an 
application to sell for its account, at par and ac- 
crued interest, United States bonds securing cir- 
culation to be retired. 

The Treasurer shall, at the end of each quar- 
terly period, furnish the Federal Reserve Board 
with a list of such applications, and the Federal 
Reserve Board may, in its discretion, require the 
Federal reserve banks to purchase such bonds from 
the banks whose applications have been filed with 
the Treasurer at least ten days before the end of 
any quarterly period at which the Federal Reserve 
Board may direct the purchase to be made: Pro- 
vided, That Federal reserve banks shall not be per- 
mitted to purchase an amount to exceed $25,000,000 
of such bonds in any one year, and which amount 
shall include bonds acquired under section four of 
this Act by the Federal reserve bank. 

Provided further, 'That the Federal Reserve 
Board shall allot to each Federal reserve bank such 
proportion of such bonds as the capital and surplus 
of such bank shall bear to the aggregate capital and 
surplus of all the Federal reserve banks. 

Upon notice from the Treasurer of the amount 
of bonds so sold for its account, each member bank 
shall duly assign and transfer, in writing, such 
bonds to the Federal reserve bank purchasing the 
same, and such Federal reserve bank shall, there- 


REFUNDING 
BONDS. 





11 





upon, deposit lawful money with the Treasurer of 
the United States for the purchase price fof such 
bonds, and the Treasurer shall pay to the member 
bank selling such bonds any balance due after de- 
ducting a sufficient sum to redeem its outstanding 
notes secured by such bonds, which notes shall be 
canceled and permanently retired when redeemed. 

The Federal reserve banks purchasing such 
bonds shall be permitted to take out an amount of 
circulating notes equal to the par value of such 
bonds. 

Upon the deposit with the Treasurer of the 
United States of bonds so purchased, or any bonds 
with the circulating privilege acquired under section 
four of this Act, any Federal reserve bank making 
such deposit in the manner provided by existing 
law, shall be entitled to receive from the Comptrol- 
ler of the Currency circulating notes in blank, 
registered and countersigned as provided by law, 
equal in amount to the par value of the bonds so 
deposited. Such notes shall be the obligations of 
the Federal reserve bank procuring the same, and 
shall be in form prescribed by the Secretary of the 
Treasury, and to the same tenor and effect as 
national-bank notes now provided by law. ‘They 
shall be issued and redeemed under the same terms 
and conditions as national-bank notes except that 
they shall not be limited to the amount of the 
capital stock of the Federal reserve bank issuing 
them. 

Upon application of any Federal reserve bank, 
approved by the Federal Reserve Board, the Secre- 
tary of the Treasury may issue, in exchange for 
United States two per centum gold bonds bearing 
the circulation privilege, but against which no 
circulation is outstanding, one-year gold notes of 
the United States without the circulation privilege 
to an amount not to exceed one-half of the two 
per centum bonds so tendered for exchange, and 
thirty-year three per centum gold bonds without 
the circulation privilege for the remainder of the 
two per centum bonds so tendered: Provided, That 
at the time of such exchange the Federal reserve 
bank obtaining such one-year gold notes shall enter 
into an obligation with the Secretary of the Treas- 
ury binding itself to purchase from the United 
States for gold at the maturity of such one-year 
notes, an amount equal to those delivered in ex- 
change for such bonds, if so requested by the Sec- 
retary, and at each maturity of one-year notes so 
purchased by such Federal reserve bank, to pur- 
chase from the United States such an amount of 
one-year notes as the Secretary may tender to such 
bank, not to exceed the amount issued to such bank 
in the first instance, in exchange for the two per 
centum United States gold bonds; said obligation 
to purchase at maturity such notes shall continue 
in force for a period not to exceed thirty years. 

For the purpose of making the exchange herein 
provided for, the Secretary of the Treasury is 
authorized to issue at par Treasury notes in coupon 
or registered form as he may prescribe in denomi- 
nations of one hundred dollars, or any multiple 
thereof, bearing interest at the rate of three per 
centum per annum, payable quarterly, such Treas- 
ury notes to be payable not more than one year 
from the date of their issue in gold coin of the 
present standard value, and to be exempt as to 











principal and interest from the payment of all taxes 
and duties of the United States except as provided 
by this Act, as well as from taxes in any form by 
or under State, municipal, or local authorities. 
And for the same purpose, the Secretary is author- 
ized and empowered to issue United States gold 
bonds at par, bearing three per centum interest 
payable thirty years from date of issue, such bonds 
to be of the same general tenor and effect and to be 
issued under the same general terms and conditions 
as the United States three per centum bonds with- 
out the circulation privilege now issued and out- 
standing. 

Upon application of any Federal reserve bank, 
approved by the Federal Reserve Board, the Sec- 
retary may issue at par such three per centum 
bonds in exchange for the one-year gold notes 
herein provided for. 

Sec. 19. Demand deposits within the mean- 
ing of this Act shall comprise all deposits payable 
within thirty days, and time deposits shall com- 

prise all deposits payable after thirty 
ee 2 days, and all savings accounts and 
RESERVES. S; 

certificates of deposit which are sub- 
ject to not less than thirty days’ notice before pay- 
ment. 

When the Secretary of the Treasury shall have 
officially announced, in such manner as he may 
elect, the establishment of a Federal reserve bank 
in any district, every subscribing member bank 
shall establish and maintain reserves as follows: 

(a) A bank not in a reserve or central reserve 
city as now or hereafter defined shall hold and 
maintain reserves equal to twelve per centum of the 
aggregate amount of its demand deposits and five 
per centum of its time deposits, as follows: 

In its vaults for a period of thirty-six months 
after said date five-twelfths thereof and perma- 
nently thereafter four-twelfths. 

In the Federal reserve bank of its district, for 
a period of twelve months after said date, two- 
twelfths, and for each succeeding six months an 
additional one-twelfth, until five-twelfths have been 
so deposited, which shall be the amount perma- 
nently required. 

For a period of thirty-six months after said 
date the balance of the reserves may be held in its 
own vaults, or in the Federal reserve bank, or in 
national banks in reserve or central reserve cities as 
now defined by law. 

After said thirty-six months’ period said re- 
serves, other than those hereinbefore required to be 
held in the vaults of the member bank and in the 
Federal reserve bank, shall be held in the vaults of 
the member bank or in the Federal reserve bank, 
or in both, at the option of the member bank. 

(b) A bank in a reserve city, as now or here- 
after defined, shall hold and maintain reserves 
equal to fifteen per centum of the aggregate 
amount of its demand deposits and five per centum 
of its time deposits, as follows: 

In its vaults for a period of thirty-six months 
after said date six-fifteenths thereof, and perma- 
nently thereafter five-fifteenths. 

In the Federal reserve bank of its district for a 
period of twelve months after the date aforesaid at 
least three-fifteenths, and for each succeeding six 
months an additional one-fifteenth, until six- 


12 





fifteenths have been so deposited, which shall be 
the amount permanently required. 

For a period of thirty-six months after said 
date the balance of the reserves may be held in its 
own vaults, or in the Federal reserve bank, or in 
national banks in reserve or central reserve cities 
as now defined by law. 

After said thirty-six months’ period all of said 
reserves, except those hereinbefore required to be 
held permanently in the vaults of the member bank 
and in the Federal reserve bank, shall be held in its 
vaults or in the Federal reserve bank, or in both, 
at the option of the member bank. 

(c) A bank in a central reserve city, as now or 
hereafter defined, shall hold and maintain a reserve 
equal to eighteen per centum of the aggregate 
amount of its demand deposits and five per centum 
of its time deposits, as follows : 

In its vaults six-eighteenths thereof. 

In the Federal reserve bank seven-eighteenths. 

The balance of said reserves shall be held in its 
own vaults or in the Federal reserve bank, at its 
option. 

Any Federal reserve bank may receive from 
the member banks as reserves, not exceeding one- 
half of each installment, eligible paper as described 
in section fourteen properly indorsed and acceptable 
to the said reserve bank. 

If a State bank or trust company is required by 
the law of its State to keep its reserves either in its 
own vaults or with another State bank or trust 
company, such reserve deposits so kept in such 
State bank or trust company shall be construed, 
within the meaning of this section, as if they were 
reserve deposits in a national bank in a reserve or 
central reserve city for a period of three years after 
the Secretary of the Treasury shall have officially 
announced the establishment of a Federal reserve 
bank in the district in which such State bank or 
trust company is situate. Except as thus provided, 
no member bank shall keep on deposit with any non- 
member bank a sum in excess of ten per centum of 
its own paid-up capital and surplus. No member 
bank shall act as the medium or agent of a non- 
member bank in applying for or receiving discounts 
from a Federal reserve bank under the provisions of 
this Act except by permission of the Federal Reserve 
Board. 

‘The reserve carried by a member bank with a 
Federal reserve bank may, under the regulations 
and subject to such penalties as may be prescribed 
by the Federal Reserve Board, be checked against 
and withdrawn by such member bank for the pur- 
pose of meeting existing liabilities: Provided, how- 
ever, ‘That no bank shall at any time make new 
loans or shall pay any dividends unless and until 
the total reserve required by law is fully re- 
stored. 

In estimating the reserves required by this Act, 
the net balance of amounts due to and from other 
banks shall be taken as the basis for ascertaining 
the deposits against which reserves shall be de- 
termined. Balances in reserve banks due to member 
banks shall, to the extent herein provided, be 
counted as reserves. 

National banks located in Alaska or outside the 
continental United States may remain nonmember 
banks, and shall in that event maintain reserves and 











comply with all the conditions now provided by law 
regulating them ; or said banks, except in the Philip- 
pine Islands, may, with the consent of the Reserve 
Board, become member banks of any one of the 
reserve districts, andshall, in that event, take stock, 
maintain reserves, and be subject to all the other 
provisions of this Act. 


Src. 20. Somuchof sections two and three of 
the Act of June twentieth, eighteen hundred and 
seventy-four, entitled “‘An Act fixing the amount 
of United States notes, providing for a redistribu- 
tion of the national-bank currency, and for other 
purposes,’’ as provides that the fund deposited by 
any national banking association with the Treasurer 
of the United States for the redemption of its notes 
shall be counted as a part of its lawful reserve as 
provided in the Act aforesaid, is hereby repealed. 
And from and after the passage of this Act such 
fund of five per centum shall in no case be counted 
by any national banking association as a part of its 
lawful reserve. 


BANK Sc. 21. Section fifty-two hun- 
EXAMIN-_ dred and forty, United States Revised 
ATIONS. 


Statutes, is amended to read as follows: 

The Comptroller of the Currency, with the 
approval of the Secretary of the Treasury, shall 
appoint examiners who shall examine every mem- 
ber bank at least twice in each calendar year and 
oftener if considered necessary : Provided, however, 
That the Federal Reserve Board may authorize ex- 
amination by the State authorities to be accepted in 
the case of State banks and trust companies and 
may at any time direct the holding of a special ex- 
amination of State banks or trust companies that 
are stockholders in any Federal reserve bank. ‘The 
examiner making the examination of any national 
bank, or of any other member bank, shall have 
power to make a thorough examination of all the 
affairs of the bank and in doing so he shall have 
power to administer oaths and to examine any of 
the officers and agents thereof under oath and shal! 
make a full and detailed report of the condition of 
said bank to the Comptroller of the Currency. 

The Federal Reserve Board, upon the recom- 
mendation of the Comptroller of the Currency, shall 
fix the salaries of all bank examiners and make re- 
port thereof to Congress. ‘The expense of the ex- 
aminations herein provided for shall be assessed by 
the Comptroller of the Currency upon the banks 
examined in proportion to assets or resources held 
by the banks upon the dates of examination of the 
various banks. 


In addition to the examinations made and con- 
ducted by the Comptroller of the Currency, every 
Federal reserve bank may, with the approval of the 
Federal reserve agent or the Federal Reserve Board, 
provide for special examination of member banks 
within its district. The expense of such examina- 
tions shall be borne by the bank examined. Such 
examinations shall be so conducted as to inform the 
Federal reserve bank of the condition of its member 
banks and of the lines of credit which are being ex- 
tended by them. Every Federal reserve bank shall 
at all times furnish to the Federal Reserve Board 
such information as may be demanded concerning 
the condition of any member bank within the dis- 
trict of the said Federal reserve bank. 





No bank shall be subject to any visitatorial 
powers other than such as are authorized by law, or 
vested in the courts of justice or such as shall be or 
shall have been exercised or directed by Congress, 
or by either House thereof or by any committee of 
Congress or of either House duly authorized. 

The Federal Reserve Board shall, at least once 
each year, order an examination of each Federal 
reserve bank, and upon joint application of ten 
member banks the Federal Reserve Board shall order 
a special examination and report of the condition 
of any Federal reserve bank. 

SEc. 22. No member bank or any officer, direc- 
tor, or employee thereof shall hereafter make any 
loan or grant any gratuity to any bank examiner. 
Any bank officer, director, or employee violating 
this provision shall be deemed guilty of a misde- 
meanor and shall be imprisoned not exceeding one 
year or fined not more than $5,000, or both; and 
may be fined a further sum equal to the money so 
loaned or gratuity given. Any examiner accepting 
a loan or gratuity from any bank examined by him 
or from an officer, director, or employee thereof 
shall be deemed guilty of a misdemeanor and shall 
be imprisoned not exceeding one year or fined not 
more than $5,000, or both; and may be fined a 
further sum equal to the money so loaned or gratuity 
given ; and shall forever thereafter be disqualified 
from holding office as a national-bank examiner. 
No national-bank examiner shall perform any other 
service for compensation while holding such office 
for any bank or officer, director, or employee 
thereof. 

Other than the usual salary or director’s fee 
paid to any officer, director, or employee of a mem- 
ber bank and other than a reasonable fee paid by 
said bank to such officer, director, or employee for 
services rendered to such bank, no officer, director, 
employee, or attorney of a member bank shall be a 
beneficiary of or receive, directly or indirectly, any 
fee, commission, gift, or other consideration for or 
in connection with any transaction or business of 
the bank. No examiner, public or private, shall 
disclose the names of borrowers or the collateral for 
loans of a member bank to other than the proper 
officers of such bank without first having obtained 
the express permission in writing from the Comptrol- 
ler of the Currency, or from the board of directors of 
such bank, except when ordered to do so by a court 
of competent jurisdiction, or by direction of the 
Congress of the United States, or of either House 
thereof, or any committee of Congress or of either 
House duly authorized. Any person violating any 
provision of this section shall be punished by a 
fine of not exceeding $5,000 or by imprisonment 
not exceeding one year, or both. 

Except as provided in existing laws, this pro- 
vision shall not take effect until sixty days after the 
passage of this Act. 

Sec. 23. The stockholders of every national 
banking association shall be held individually res- 
ponsible for all contracts, debts, and engagements of 
such association, each to the amount of his stock 
therein, at the par value thereof in addition to the 
amount invested in such stock. ‘The stockholders 
in any national banking association who shall have 
transferred their shares or registered the transfer 
thereof within sixty days next before the date of 
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the failure of such association to meet its obligations, 
or with knowledge of such impending failure, shall 
be liable to the same extent as if they had made no 
such transfer, to the extent that the subsequent 
transferee fails to meet such liability; but this pro- 
vision shall not be construed to affect in any way 
any recourse which such shareholders might other- 
wise have against those in whose names such shares 
are registered at the time of such failure. 

Sec. 24. Any national 
banking association not situated 
in a central reserve city may 
make loans secured by improved and unencumbered 
farm land, situated within its Federal reserve district, 
but no such loan shall be made for a longer time 
than five years, nor for an amount exceeding fifty 
per centum of the actual value of the property 
offered as security. Any such bank may make such 
loans in an aggregate sum equal to twenty-five per 
centum of its capital and surplus or to one-third of 
its time deposits and such banks may continue 
hereafter as heretofore to receive time deposits and 
to pay interest on the same. 

The Federal Reserve Board shall have power 
from time to time to add to the list of cities in which 
national banks shall not be permitted to make loans 
secured upon real estate in the manner described in 
this section. 


IOANS ON 
FARM LANDS. 


Src. 25. Any national 
banking association possessing a 
capital and surplus of $1,000,000 or 
more may file application with the Federal Reserve 
Board, upon such conditions and under such reg- 
ulations as may be prescribed by the said board, 
for the purpose of securing authority to establish 
branches in foreign countries or dependencies of the 
United States for the furtherance of the foreign 
commerce of the United States, and to act, if re- 
quired to do so, as fiscal agents of the United States. 
Such application shall specify, in addition to the 
name and capital of the banking association filing 
it, the place or places where the banking operations 
proposed are to be carried on, and the amount of 
capital set aside for the conduct of its foreign 
business. The Federal Reserve Board shall have 
power to approve or to reject such application if, in 
its judgment, the amount of capital proposed to be 
set aside for the conduct of foreign business is in- 
adequate, or if for other reasons the granting of 
such application is deemed inexpedient. 

Every national banking association which shall 
receive authority to establish foreign branches shall 
be required at all times to furnish information con- 
cerning the condition of such branches to the Comp- 
troller of the Currency upon demand, and the 
Federal Reserve Board may order special examina- 
tions of the said foreign branches at such time or 
times as it may deem best. Every such national 
banking association shall conduct the accounts of 
each foreign branch independently of the accounts 
of other foreign branches established by it and of 
its home office, and shall at the end of each fiscal 
period transfer to its general ledger the profit or 
loss accruing at each branch as a separate item. 

Sec. 26. All provisions of law inconsistent 
with or superseded by any of-the provisions of this 
Act are to that extent and to that extent only here- 
by repealed: Provided, Nothing in this Act con- 
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tained shall be construed to repeal the parity pro- 
vision or provisions contained in an Act approved 
March fourteenth, nineteen hundred entitled ‘‘An 
Act to define and fix the standard of value, to 
maintain the parity of all forms of money issued or 
coined by the United States, to refund the public 
debt, and for other purposes,’’ and the Secretary of 
the Treasury may for the purpose of maintaining 
such parity and to strengthen the gold reserve, 
borrow gold on the security of United States bonds 
authorized by section two of the Act last referred 
to or for one-year gold notes bearing interest at a 
rate of not to exceed three per centum per annum, 
or sell the same if necessary to obtain gold. When 
the funds of the Treasury on hand justify, he may 
purchase and retire such outstanding bonds and 
notes. 


Src. 27. The provisions of the Act of May 
thirtieth, nineteen hundred and eight, authorizing 
national currency associations, the issue of addi- 
tional national-bank circulation, and creating a 
National Monetary Commission, which expires by 
limitation under the terms of such Act on the 
thirtieth day of June, nineteen hundred and four- 
teen, are hereby extended to June thirtieth, nine- 
teen hundred and fifteen, and sections fifty-one 
hundred and fifty-three, fifty-one hundred and 
seventy-two, fifty-one hundred and ninety-one, and 
fifty-two hundred and fourteen of the Revised 
Statutes of the United States, which were amended 
by the Act of May thirtieth, nineteen hundred and 
eight, are hereby reenacted to read as such sections 
read prior to May thirtieth, nineteen hundred and 
eight, subject to such amendments or modifications 
as are prescribed in this Act: Provided, however, 
That section nine of the Act first referred to in this 
section is hereby amended so as to change the tax 
rates fixed in said Act by making the portion applic- 
able thereto read as follows: 


National banking associations having circula- 
ting notes secured otherwise than by bonds of the 
United States, shall pay for the first three months a 
tax at the rate of three per centum per annum upon 
the average amount of such of their notes in cir- 
culation as are based upon the deposit of such 
securities, and afterwards an additional tax rate of 
one-half of one per centum per annum for each 
month until a tax of six per centum per annum is 
reached, and thereafter such tax of six per centum 
per annum upon the average amount of such notes. 


Sxc. 28. Section fifty-one hundred and forty- 
three of the Revised Statutes is hereby amended and 
reenacted to read as follows: Any association formed 
under this title may, by the vote of shareholders 
owning two-thirds of its capital stock, reduce its 
capital to any sum not below the amount required 
by this title to authorize the formation of associations; 
but no such reduction shall be allowable which will 
reduce the capital of the association below the 
amount required for its outstanding circulation, nor 
shall any reduction be made until the amount of 
the proposed reduction has been reported to the 
Comptroller of the Currency and such reduction has 
been approved by the said Comptroller of the Cur- 
rency and by the Federal Reserve Board, or by the 
organization committee pending the organization of 
the Federal Reserve Board. 
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Sxc. 29. If any clause, sentence, paragraph, 
or part of this Act shall for any reason be adjudged 
by any court of competent jurisdiction to be invalid, 
such judgment shall not affect, impair, or invali- 
date the remainder of this Act, but shall be confined 
in its operation to the clause, sentence, paragraph, 
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or part thereof directly involved in the controversy 
in which such judgment shall have been rendered. 
Sec. 30. The right to amend, alter, or repeal 
this Act is hereby expressly reserved. 
Approved, December 23, 1913. 
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ORGANIZATION COMMITTEE. 


The first meeting of the Federal Reserve Organiza- 
tion Committee was held Dec. 26, as a result of which 
a statement was issued which says: 

“Under the provisions of the Federal reserve act, 
all national banks are required to signify their accept- 
ance of its terms and provisions on or before Feb. 22, 
1914, and all eligible State banks and trust companies 
are permitted to signify their acceptance within the 
same time. 

“It was determined that the organization committee 
will have hearings in various important cities in the 
country for the purpose of securing the views of 
bankers and business men as to the division of the 
country into Federal reserve districts and the location 
in each district of the head office of the Federal 
reserve banks which are to be established under the 
Federal reserve act. 

“The following cities will be visited: New York, 
Boston, Chicago, St. Louis, Denver, Seattle, Portland 
(Oregon), San = Francisco, Los Angeles, Houston 
(Texas), New Orleans, Atlanta, Cincinnati, and 
Cleveland. 

“It. will not be possible for the committee to hold 
sessions in any other cities, but ample opportunity 
will be given for representatives of various sections of 
the country contiguous to these cities to appear before 
the committee and present their views. It must not 
be inferred that the committee has determined upon 
any one of these cities as a location for the Federal 
reserve banks; they have been chosen as places for 
holding sessions of the committee solely because of 
their accessibility and convenience. 

“The committee will sit at the Custom House in 
New York City on Jan. 2 and 3, in Boston on Jan. 5 
and 6, and return to New York for additional sessions 
on the 8th and 9th. The committee will sit in Wash- 
ington from Jan. 12 to 17; in Chicago, Jan. 19, 20 and 
21; St. Louis, Jan. 22, 23 and 24; Denver, Jan. 26. 
Hearings for the other cities will be held between 
Jan. 28 and March 1. Whenever possible the hearings 
will be held in Government buildings. 

“The committee desires to be informed particu- 
larly upon the following points, which are considered 
primary factors in determining the boundaries of the 


proposed districts and the iocation of the Federal 
reserve banks: 

“First. Geographical convenience, which involves transporta- 
tion facilities and rapid and easy communication with all parts 
of the district. 

“Second. Industriai and commercial development and needs 
of each section, which involves consideration of the general 
movement of commodities and of business transactions within 
the districts and the transfer of funds and exchanges of cred- 
its arising therefrom. 

“Third. The established custom and trend of business, as 
developed by the present system of bank reserves and check- 
ing accounts. In laying out the districts and establishing the 
headquarters for reserve banks, every effort will be made to 
promote business convenience and normal movements of trade 
and commerce. 


“Political considerations will not be permitted to 
influence the committee in determining these import- 
ant questions. While the committee appreciates the 
local pride and sentiment which are prompting many 
cities to urge their claims, the committee, neverthe- 
less, must appeal to the patriotism of the country to 
assist it in arriving at sound conclusions through con- 
sideration of fundamental and vital factors. Purely 
local sentiment and pride must yield to the common 
good in order that the system itself may accomplish 
the purposes for which it was designed, namely, to 
secure to the business of the country the elastic sys- 
tem of credits and the stability of conditions so long 
imperatively demanded. 

“The committee will not, therefore, be able to 
receive delegations urging the claims of particular 
cities for preference as the headquarters of the reserve 
banks. The claims of all cities will be considered 
upon their merits in view of all the facts which will 
be developed through the investigations. The purpose 
of the committee is to go about this work in a thor- 
oughly practical and businesslike way, to accomplish 
it at the earliest possible moment but without undue 
haste, and only after full consideration of the needs 
of every section of the country. 

“The work will of necessity be arduous, and the 
committee has determined upon these public hearings 
as the quickest and most direct method of obtaining 
the necessary information to enable it to arrive at 
prompt and satisfactory conclusions. 

“The committee will from time to time make 
announcements concerning its procedure.” 
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“City Bank Service.” 








CORRESPONDENTS and depositors find this 
service unsurpassed. It is the outgrowth of 
100 years’ business experience and success. 


The excellence of the service is attested by 
the continuous growth of our resources. 


The service is available to you and might 
become invaluable. We should be glad to hear 
from bankers, merchants and manufacturers 
who contemplate opening a New York account 
or who may wish to establish new or 2dditional 
banking facilities. 


None too large; none too small. 








THE NATIONAL CITY BANK OF NEW YORK. 
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